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FOREIGN ECONOMIC TRENDS REPORT 1978 
FREETOWN, SIERRA LEONE 


BASIC DATA 


Area, Population, and GDP per capita 


Area 72,326 sq. kilometers (27,925 sq miles) 
Population: Total (1976) 3.11 million 

Growth Rate 2.6 percent 

Density Approximately 43 persons per sq. kilometer 
GDP per capita (1976/77) US $222.0 


GDP at current prices 
(fiscal year July-June) 1974/75 1975/76 1976/77 (est.) 


At factor cost 489. DLO. 7 589.8 
Agriculture LIS 199.8 con.e 
Mining Ves 56.7 52.0 
Manufacturing 78. Loe oe. 
Other 215. 237.9 224,0 


At market prices 350. 2170.5 650,0 


Central Government Finance 


(fiscal year July-June) 1975/76 1976/77 1977/78 est.) 


Revenue and grants 91.0 1122 142,0 
Total expenditure 140.4 138.5 LL Owe 


Overall deficit (-) -49.4 -47.3 ~Ja5t 


Financing 


External financing (net) 20.7 aS3 30,8 
Debt rescheduling 21,0 
Domestic financing (net) 28.7 i 20.8 


Balance of Payments 
(calendar year) 1975 1976 1977 est.) 


Goods, services, and 

transfers -54, -61, -64,0 
Exports 109, Lay. 138.5 
Imports -139. -154, -172,4 
Trade Balance -29, “39 -33.9 
Capital account (net) a2e “4 40,3 
Errors and omissions us 6. ---- 
Overall balance (deficit) -24, -24, Moet 


Cost of Living March 1976 March 1978 Percentage 
203.5 259.5 27.6 


Trade with the USA 
(calendar year) 1976 1977(est.) 1978 (est.) 


Exports to the USA* pan 62.0 49.6 
Imports from the USA o.o 8.6 9,5 


Sources - International Monetary Fund, Bank of Sierra Leone, American 
Embassy Freetown, and U.S. Department of Commerce, 
Rate of exchange used for all currency conversions - Lel,00 - US $,94, 


Due to the manner in which trade statistics are calculated, diamond 
purchases made from the C.S.0. in London by U.S, buyers are 
considered as imports from Sierra Leone. Sierra Leone, however, 
considers these diamonds as exports to Great Britian not the USA, 
U.S. Department of Commerce figures used in this report, 
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SUMMARY: Sierra Leone has experienced slow rates of growth 
during the 1970's due to the decline in the mining sector 

and consequent erosion of its export base, Some improvements 
during FY June 1977/78 occurred because of the sharp rise in 
world prices of coffee, cocoa and diamonds, which offset the 
shrinkage in diamond production. Nevertheless, more recent 
declines in the international price of the nation's agricul- 
tural commodities signify less foreign exchange earnings 

and a larger trade deficit in the new fiscal year. Asa 
result of production declines and overall economic stagnation, 
Sierra Leone's average increase in GDP of approximately 

1.7 percent in real terms in this decade will be less than 
its estimated population growth rate of 2.6 percent, 


During this same period increasing costs of imports and 
rising international obligations led to an IMF Stand-by 
Arrangement in June 1977 and subsequent debt rescheduling 
through the Paris Club. As the government is presently 
discussing the terms of a second stand-by we expect that 
additional fiscal and monetary curbs will be legislated, The 
first public indication of high level political concern about 
the imbalance in expenditures and revenues was contained in 
President Siaka Stevens' "Speech from the Throne" delivered 
in celebration of the one-party state and Stevens renewed 
mandate as Chief of State for a further seven year term, 
Following this expression of Presidential concern the 
Minister of Finance pleaded for budgetary restraint and out- 
lined measures designed to stimulate industrial and agri- 
cultural growth, 


Diamonds traditionally have supplied the bulk of foreign 
exchange, FY 1976/77 was the first year, however, that 
agricultural exports contributed more to export earnings 

than diamonds. Continued high world prices for diamonds re- 
duced the degree of exchange losses and to some extent masked 
the effect of production declines, In February 1978, diamond 
export duties were reduced from 7% percent to 2% percent, 
This opportune decision came in time to reap the benefits of 
the recent speculative jump in world diamond prices, Lower 
export taxes reduced smuggling and allowed the nation to 
garner both the benefits of enhanced volume and value from 
its diamond sales. These new diamond values will prolong 

the life of the National Diamond Mining Company and diamond 
mining, both important sources of revenue and employment, 
Most importantly, continued high world prices will extend 

the period over which the nation must adjust to the 
irreversible fact that diamonds are not forever, 





While the agricultural sector has always been considered key 
to national development by international donors, its importance 
has been overshadowed by the mining sector. High world prices 
for coffee and cocoa and the continued decline in diamond 
production, however, finally have convinced the government 

that its highest priority should be to fulfill the double 
objective of national self-sufficiency in the production of 
staple foodstuffs and increased production of export crops. 
Major assistance projects to facilitate this end are being 
undertaken by the IDA, The European Economic Community and 
through bilateral assistance efforts (including the U.S.) 
directed toward enhancing the productivity of the nation's 
considerable endowment of fertile lands. 


The United States is an important market for Sierra Leonean 
diamonds, coffee, and cocoa. Our trade deficit with Sierra 
Leone probably will fall due to the drop in coffee and cocoa 
prices, but enhanced opportunities for U.S. exports to 
Sierra Leone are modest. Possibilities for investment are 
improving due to the proposed new investment code and plans 
for the development of export agricultural commodities. 


THE ECONOMIC CLIMATE 


Sierra Leone recently has taken positive steps toward improving 
its commercial potential. These measures include the formation 
of a customs union with Liberia -- the Mano River Union --and 
membership in the Economic Community of West African States -- 
ECOWAS. Also designed to enhance commerce is the proposed 
adoption of a new industrial code, reorganization of the 

Ports Authority, and continued upgrading of internal transport 
and tourism facilities. The major restraints to increased 
trade and investment is the stagnant economy and growing 

annual budget deficits. 


The relatively high level of expenditures that have increased 
the nation's debt led to imposition of external trade and 
payments restrictions. As the government has generally attempt- 
ed to avoid scarcities these restrictions have not diminished 
the propensity to import. Import licenses for food products 
and manufactured items are required, as is the approval of 

the Bank of Sierra Leone for exchange transactions in excess 
of US $500. In July of 1978 an additional ad valorem duty 

of five percent was levied on all commercial imports. At the 
Same time import duties were lowered on a variety of products, 
including automobiles, in an effort to further harmonize 
customs duties under the Mano River Union. 


While inflation has been kept under control, inflationary 
pressure is severe and the imposition of more restrictive 





exchange and import legislation would cause shortages and 
stepped up increases in the cost of lwing. In an effort 

to avoid these negative effects Government has re-activated 
the Price Control Board. In addition, Government has invested 
two million dollars in the reorganization of the National 
Trading Company into a government agency. The NTC is expect- 
ed to control the majority of commercial imports. 


The National Development Plan places considerable reliance 
upon the participation of foreign investment in the nation 
building process. While bilateral and multilateral assistance 
have been instrumental in the implementation of the develop- 
ment plan projects, private investment has fallen far short 
of expectations. As the industrial sector has remained 
stagnant for a number of years Government is now trying to 
stimulate private investment through a more dynamic 
industrial code. The new industrial policy drafted in mid- 
year by public and business leaders is expected to provide 

a standardized set of investment incentives for domestic 
industry. 


The reorganization of the Ports Authority by a new internation- 
al company is beginning to eliminate a major obstacle to 
foreign commerce. The Authority has already reduced crime 
at the port of entry, mproved administrative efficiency and 
developed a maintenance capacity. At the same time inter- 
national loans and technical assistance are providing 
growing access to the nation's interior. CARE, through an 
AID grant, is constructing farm to market roads facilitating 
movement of farmer's crops; while German road construction 
assistance will unite Liberia and Sierra Leone across the 
Mano River. Sierra Leone has recently been awarded the 

Pan African Telecommunications contract for installation 

of telecommunications linking it with its neighbors. The 
recent completion of a hotel and conference center, added 

to the country's beautiful beaches, offers opportunities for 
trade and modest investment. 


ACCENT ON AGRICULTURE 


Significant potential for development lies in the agricultural 
sector. Although approximately 75 percent of Sierra Leone's 
people derive their livelihood from agriculture, the sector 
accounted for only 40 percent of GDP at factor cost in FY 
1976/77. With the 1977 high world prices for coffee and 
cocoa, exports of agricultural products have begun to replace 
minerals as the leading source of foreign exchange. The 
government and IDA are emphasizing production of export 

crops and plantation agriculture. The Sierra Leone Produce 
Marketing Board, a quasi-governmental agency solely responsi- 
ble for the marketing of export crops, is attempting to 





stimulate production of new varieties of crops and increase 
the cultivation of coffee, cocoa, ginger, and ground nuts. 
The Board is undertaking feasibility studies and plans to 
organize a subsidiary company which would facilitate the 
participation of foreign, private and public investment. 


At the same time, IDA as well as other international agencies 
and bilateral donors are assisting in the upgrading of the 
small farmer's skills and in raising the quality and quantity 
of food crops. The Peace Crops and AID promote self- 
sufficiency in rice production, while the Chinese, British, 
and Germans also provide resources directed toward improving 
the lives of the rural poor. The European Economic Community, 
following the example of IDA, has initiated an integrated 
agricultural project designed to overcome both agricultural 
and non-agricultural barriers to regional development, 

thereby raising the standard of living of the entire community. 


Other potentially valuable resources with which the nation 
has been endowed are abundant forests and rich coastal 
fishing grounds. The Mano River Union is aiding in the 
cultivation and harvesting of the forests, while the USSR 
is the principal beneficiary of the nation's fisheries. 


IMPLICATIONS FOR AMERICAN BUSINESS 


The growth of American trade and investment will depend 

upon the overall economic stability of the nation. At 

present the Leone is tied to the Pound Sterling, thus fluctua- 
tions in the exchange rate are a result of the relative 
strength of the Pound, rather than the Leone. Remittance of 
debts has been satisfactory, but the Bank of Sierra Leone's 
permission for currency conversion should be obtained prior 

to conclusion of contracts. Throughout the previous year 

the nation has undertaken the rescheduling of its international 
obligations with its principal national creditors. Government 
is discussing the terms of a second stand-by arrangement 

with the IMF that would reduce the strains in the balance of 
payments during 1978 and 1979. 


Due to the sharp rise in world prices of diamonds, cocoa, 
and coffee, the United States runs a large trade deficit 
with Sierra Leone. This deficit will contract as prices 
of Sierra Leone's products fall, rather than through a 
Significant increase in imports of American products. 
Nevertheless, growth potential, particularly if the govern- 
ment can stimulate industrial investment, exists in the 
agricultural, manufacturing, and processing sectors. 
Despite the nation's heavy reliance upon imports of food, 
machinery, and manufacturing equipment, domestic industry 
has been reluctant to invest in import substitution. The 





proposed industrial development legislation provides more 
comprehensive incentives and standardized legislation should 
attract new investment. In addition, the new official 
emphasis upon agricultural development offers opportunities 
to American investors with expertise in the development of 
plantation agriculture and forestry. At present direct 
American investment is concentrated in the mining sector. 
The decreasing importance of this sector suggests, however, 
a gradual shift toward agriculture and light manufacturing. 
American investment amounts to U.S. $35 million; thirty 
million represented by Bethlehem Steel/Nord Resources and 
Government of Sierra Leone rutile mining operations. Other 
American investments include flour milling, pharmaceutics, 
petroleum refining and distribution, and diamond exploration, 
purchasing and polishing. 
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